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NEWSLETTER OF THE AICPA DIVISION FOR MANAGEMENT ADVISORY SERVICES

BULLETIN BOARD
PROPOSED CONSULTING
STANDARDS

The MAS Executive Committee agreed
to ballot on a revised version of the
proposed Statement on Standards for
Consulting Services (SSCS). The pro
posed revisions were made in response
to comments on the exposure draft of
the SSCS, which was issued April 1,
1991. The comments were offered in
eighty-seven letters from members and
firms.
If the committee votes to adopt the
new standards, the SSCS will be pub
lished in the Official Releases section of
the Journal of Accountancy and made
available to Institute members. A copy
of the SSCS will be published separately
and mailed to members of the MAS
Division.
In a separate vote, the committee
agreed to request approval to change
the name of the division to the Consulting
Services Division once the new stan
dards are adopted.
EXCLUSION FROM SSARS
SOUGHT

The MAS Executive Committee agreed
to seek an exclusion from the State
ment on Standards for Audit Reviews
(SSARS) No. 1 for unaudited financial
statements included with consulting
engagement findings and recommen
dations. The basis for the exclusion
would be the same as that for the exclu
sion for financial presentations included
in tax returns.
MAS PLANNING TASK FORCE
ESTABLISHED

The MAS Executive Committee has ap
pointed an MAS Planning Task Force.
The purpose of the task force is to
consider the future role of consulting
services within the public accounting
profession. Therefore, task force memContinued on page 3

AICPA CONSULTING SERVICES MANUAL
PLANNED
Members who responded to the MAS Division survey overwhelmingly favored
an 8½ x 11 loose-leaf manual over the current 6x9 format for MAS practice
aids and special reports. The MAS Executive Committee has authorized
division staff to develop a manual that organizes existing publications into a
comprehensive loose-leaf volume and reflects the change from management
advisory services to consulting services.
The committee also authorized the continued issuance of the new publica
tions as separate documents for distribution to division members and for sale
to the many others who find them useful. At a time yet to be decided, the
individual publications will be changed to the 8½ by 11 format. New publica
tions will periodically be integrated into the comprehensive loose-leaf manual.
However, we do not plan to issue supplements to the manual each time a new
publication is issued. Instead, the new publications will be hole-punched to
allow them to be inserted into the loose-leaf manual binder.

CPA FIRM PRACTICE ANALYSIS
SURVEY RESULTS
CPAs spend thirty-eight percent of their MAS work time on two types
of engagements: information systems, and projections and forecasts.
This is the finding of a practice analysis survey conducted by
Professional Examination Service for the AICPA.
The finding is consistent with the re
sults of the recent MAS Division mem
ber survey, which was reported in the
Spring 1991 The CPA Management Ad
visor. The division survey asked mem
bers which of forty-one technical areas
they feel qualified to assist other prac
titioners in by providing specialized in
formation or services. The two areas
indicated most frequently are account
ing microcomputer and minicomputer
systems (fifty-nine percent) and fore
casting and projections (fifty-five per
cent).
Of the practice analysis respondents,
those with less than five years’ experi
ence are more likely to be involved in

information systems engagements than
those with more than five years’ experi
ence: thirty-five percent compared with
twenty-two percent. In general, how
ever, more of the experienced CPAs are
involved in MAS work than the less
experienced: forty-eight percent com
pared with thirty-four percent. Fortytwo percent of all respondents spend
time on MAS work.
In assessing the findings of the prac
tice analysis concerning MAS, practi
tioners need to remember that the prac
tice analysis respondents were randomly
selected from Institute members,
whereas the MAS Division surveyed
Continued on page 2
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Table 1

SURVEY RESULTS
Continued from page 1

Structural Characteristics of
Survey Respondents’ Firms

Characteristic

Practice
Analysis

MAS
Survey

61%

84%

8%

10%

29%

6%

2%

—

only its members.
Respondents to the practice analysis
survey are mostly from local firms (sixtyone percent). Similarly, most MAS divi
sion members are associated with local
firms (eighty-four percent). There is a
significant difference between the per
centage of practice analysis respon
dents who are members of national or
international firms (twenty-nine per
cent) and MAS Division members who
are associated with these firms (six
percent). Not surprisingly, then, seven
percent of MAS Division members work
with firms with more than 100 CPAs,
compared with thirty percent of analy
sis respondents (see Table 1).

Type of firm

Local

Regional
National/lnternational

Other

Number of CPAs in firm
More than 100

30%

7%

11-100

23%

27%

2-10

34%

46%

1

13%

20%

MAS ACCOUNTS FOR FIVE
PERCENT OF WORK TIME

Respondent's Position

Sole practitioner

13%

Partner or stockholder

21%

Manager

25%

Supervisor

14%

Senior

19%

Staff accountant

7%

Other

1%

not
applicable

Table 2

Mean Percentage of Time
Spent on MAS Engagements

Engagements
Information systems

Less than 5 years’
Experience

More than 5 years’
Experience

Total

35%

22%

26%

Mergers and acquisitions

5%

6%

5%

Financing

5%

10%

9%

Budgeting

6%

8%

9%

Organization structuring

5%

5%

5%

Profitability analysis

6%

8%

5%

Business valuations

5%

6%

7%

14%

12%

12%

Cash management

3%

6%

5%

Inventory management

2%

3%

3%

<1%

2%

2%

3%

7%

6%

10%

5%

6%

Projections and forecasts

Human resources management
Litigation support

Other

On average, the practice analysis re
spondents spend five percent of their
time on MAS work, forty-five percent on
auditing and accounting work, and
thirty-eight percent on taxation work.
The practice analysis survey asked those
respondents who devoted at least ten
percent of their work time to MAS to
estimate the percentage of work time
they spend on various types of engage
ments. Table 2 shows the percentage of
time that the respondents indicate for
each type of engagement.
Table 3 shows the mean percentage
of time the respondents spend on MAS
tasks associated with these en
gagements. As expected, less experi
enced CPAs spend more time than their
senior colleagues on executing the en
gagement plan.
The respondents also answered
questions about the importance of re
lated engagement tasks and activities
and the frequency of performing them.
On average, the respondents rate most
of the specified tasks as close to very
important and indicate that they per
form all of the tasks frequently (see
Table 4).
The objective of the Institute’s prac
tice analysis was to provide the Board of
Examiners with documentation of the
work performed by CPAs in public prac
tice and the knowledge and skills they
need to do the work. The primary pur
pose of the analysis was to ensure that
the Uniform CPA Examination main
tains high standards for the initial li
censing of CPAs in the United States.

CPA
MAS
2
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Table 3

BULLETIN BOARD

Mean Percentage of Time
Spent on MAS Tasks

Tasks

Continued from page 1

Less than 5 Years’
Experience

More than 5 Years’
Experience

1%

1%

1%

4%

4%

4%

2%

2%

2%

4%

3%

4%

17%

11%

13%

3%

3%

3%

Total

1. Qualify client, to

decide whether to
accept client.
2. Identify/clarify
problems/needs to

determine project
objectives.
3. Prepare oral or

written scope of
services.
4. Prepare detailed plan

to perform services and
deliver products.

5. Execute the plan.
6. Evaluate the results.

Table 4

Importance and Frequency
of MAS Tasks
Tasks

Importance

Frequency

3.22

2.66

3.67

3.29

3.57

3.15

3.18

2.78

5. Execute the plan.

3.54

3.23

6. Evaluate results.

3.46

3.09

1. Qualify the client, to decide
whether to accept client.

2. Identify/clarify problems
to determine project objectives.

3. Prepare oral or written scope
of services.
4. Prepare detailed plan to perform

service and deliver products.

Key: Importance

Frequency

1= not important

1= never

2= minimally important

2= infrequently

3= moderately important

3= frequently

4= very important

4= very frequently

bers will include representatives of the
Institute’s Auditing Standards Board
and the Tax Executive Committee.
At its first meeting on July 15, the
task force established its mission and
agenda. Matters to be considered by the
task force include:
■ Determining the relationship between
CPA consulting services and other
CPA services
■ Defining the role of the non-CPA
professional in public accounting
firms
■ Deciding which synergies and con
flicts need to be examined
■ Identifying the specialist and gener
alist issues that need to be resolved
Most importantly, the task force will
determine what actions to recommend
to the Institute to resolve issues and
move the profession into the future
effectively.
NEW PRACTICE AIDS
AND SPECIAL REPORT

In recent months, the MAS Division
issued several publications. MAS Tech
nical Consulting Practice Aid No. 14,
Microcomputer Training, shows practi
tioners how to provide maximum ben
efit to the client in a microcomputer
training engagement while earning a
profit. The practice aid doesn’t address
the special training needs for specific
software. Instead, it gives practitioners
guidance in determining the training
needed by client personnel and the
training program structure. (See the
related article on page 5.)
Small Business Consulting Practice
Aid No. 16, Improving Organizational
Structure, provides practitioners with
information to help clients in
strengthening the structure of their
organizations. This practice aid guides
practitioners in documenting existing
structures and establishing effective
new structures on paper. It describes
the characteristics typically associated
with effective organizational structures.
Technical Consulting Practice Aid
No. 15, Disaster Recovery Planning,
provides practitioners with a guide to
preparing and evaluating a disaster re
covery plan for both microcomputer
and minicomputer systems. It discusses
two specific application areas: 1) devel-
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oping and implementing procedures to
prevent a disaster or lessen its impact
and 2) developing detailed procedures
to follow if a disaster occurs. The prac
tice aid also helps practitioners identify
the operations necessary to the client
organization’s functioning and the steps
to take to prevent disasters from crip
pling the business.
MAS Division members were also
mailed Small Business Consulting
Practice Aid No. 15, Developing Man
agement Incentive Programs, and the
MAS Special Report, Using Graphics to
Enhance MAS Presentations.
In addition, Practice Administration
Aid No. 6, Human Resources Planning
and Management for an MAS Practice
will be published soon. This practice
aid provides guidance in the develop
ment and management of the human
resources function of an MAS practice.
It does not address the theory or pro
cess of human resources management
in general. Instead, the practice aid
focuses on the three aspects of the MAS
process that differ most from human
resources in other areas of a public
accounting firm: the foundation for
managing MAS professionals, their re
cruitment and selection, and the devel
opment of their careers.

ANNUAL DIVISION
MEETING
The annual business meeting of the
MAS Division is scheduled for Fri
day, November 15, at the Institute’s
New York office. Division members
who are interested in attending
should contact the Division Director
at (212) 575-6363. The meeting will
include reports of the division’s ex
ecutive committee and subcommit
tees as well as an open discussion of
key issues affecting CPA consulting
services. CPE credit is not offered for
this business meeting.

The CPA Management Advisor. Published
by the American Institute of Certified
Public Accountants. Copyright ©1991 by
the American Institute of Certified Public
Accountants, 1211 Avenue of the
Americas, New York, NY 10036-8775.

EDITOR: Monroe S. Kuttner
ASSOCIATE EDITOR: William Moran

HELPING CLIENTS TO SURVIVE
THE RECESSION AND PLAN
FOR RECOVERY
MARK C. SMITT

During an engagement to develop a 1991 business plan, our client
said, “Our objective is not only to survive the recession, but also to
position ourselves to make money when good times return.” That
statement showed the owner’s insight into the need to avoid the usual
pattern experienced by many closely held companies. When business
is active, everyone is too busy getting the job done to improve
management practices and systems. When a slow business period
comes—a terrific time to make improvements—many companies
focus only on survival. Consequently, they often rely on a short-term
fix: cutting overhead costs to keep expenses in line with revenue.
Survival measures may be neces
sary, but they may not result in perma
nent improvements. When business
picks up, companies usually revert to
their former pattern. However, compa
nies that improve their management
structure and systems when volume
and profits are down are the ones that
generate long-term profitability when a
strong market returns.
How does a practitioner help a client
to both cut costs in a recession and
prepare for recovery? The business
planning process is the best tool to ad
dress uncertain economic times and
identify the necessary improvements
for future growth and profitability. As
one client said, ‘Three years ago we put
together a comprehensive business
plan. We identified several ways to im
prove our management and systems.
Subsequently, we implemented all those
improvements and grew from $14 mil
lion to $44 million in revenues with
sustained profitability.”
BENEFITS OF PLANNING
TO CLIENTS

Business planning benefits a closely
held business by focusing on what is
required to survive in uncertain eco
nomic times. Planning produces a clear
road map that owners and key manag
ers agree to and everyone in the company
can follow in good or bad times. It also
provides a way to monitor results and
adjust to changes in the market. In
addition, planning lays the foundation
for improved management and in
creased profitability when the economy

improves.
Business planning provides an op
portunity to take a comprehensive look
at the company’s operations, strategy,
and management practices. The prac
titioner starts the process by asking
such questions as—
■ What is working or not working in the
company today?
■ Are the right people in the right jobs?
■ Are people held accountable?
■ Is the company’s marketing strategy
clear and acceptable to all owners
and key managers?
■ Are the appropriate financial report
ing and measurement systems in
place?
■ Does the company need to prepare a
financial contingency plan in case
the worst happens?
At this stage of the process, many
companies re-examine their statement
of basic business purpose, values, and
future direction. This results in an
updated mission statement that com
municates the nature of the company
to people inside and outside.
ACTION PLANS NEEDED
TO REACH GOALS

Analyzing the current situation sets the
stage for setting goals and developing
action steps to accomplish them. Goals
would be set in the areas of operations,
marketing and sales, finance, and
management and administration.
Once set, goals need to be translated
into action plans, which consist of tasks,
target dates, and responsibility asContinued on page 5
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RECOVERY
Continued from page 4

signments. Unless the client translates
the goals into specific tasks and time
commitments, the planning effort is
largely wasted.
After conducting a thorough analy
sis of the company’s long-term strategic
direction with the assistance of a local
university, management at one client
felt frustrated because the effort yielded
no results. Although they had docu
mented the analysis, mission statement,
and goals in a thick report, they did not
take the final step of translating the
goals into action plans. After consulting
their CPA, management developed ac
tion plans for every area of the company.
They were then able to implement their
strategic plan and monitor its progress.
FOCUS IS ON FUTURE DIRECTION

A business plan needs to be adjusted as
circumstances change. The purpose of
a business plan is not to predict the
future, but to point everyone in the
same direction. The plan becomes a
focused business road map for the fu
ture. This allows the business to both
respond to the current economy and to
prepare for growth.
A business plan includes:
■ A current situation analysis
■ A mission statement
■ Short- and long-term goals
■ A marketing strategy
■ Financial projections (including a
contingency plan, if needed)
■ Action plans for the current year
The CPA can contribute to a client’s
continued success by getting manage
ment to plan. Whether a company uses
the business planning process to help
survive the recession or plan for re
covery, it is a powerful tool. In some
situations, business plans are necessary
before banks or investors will consider
financing.
Yet planning itself does not ensure
the desired results. The CPA must also
help the client use the plan to monitor
results and to make the necessary ad
justments. Business planning must be
an ongoing process, not a once-a-year
event. Getting the client to plan may
take some pushing by the CPA practi
tioner, but the client will benefit from
this proactive approach.
CPA

MAS

Mark C. Smitt is Senior Manager, Consult
ing Services, at McGladrey & Pullen, Ana
heim, California.
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SUGGESTIONS FROM THE CPA
MANAGEMENT ADVISOR
User-Friendly Software Requires More Training
Although software is becoming easier to use, it’s becoming more
complex functionally. In a recent interview, Shoshana Zuboff, author
of The Age of the Smart Machine: The Future of Work, observed that
computers make work harder, not easier. The reason is that workers
need to know more, interpret more, and analyze more. The increased
complexity requires that employees receive effective microcomputer
training, say Tuseda A. Grados and Laurie Flynn in “The Training
Gap” (Infoworld, March 18, 1991). Inadequate training may cause
productivity to decline.
The needed training, however, is not
being given to four out of every ten
American workers. Sixteen million
workers need training in new technol
ogy, according to the American Society
of Training and Development. The re
quired training includes learning how
to use microcomputers and software
applications.
Larger companies are more likely to
provide this training, say Grados and
Flynn. But smaller companies that pro
vide training usually look outside the
company for this service. Companies
with more than one hundred employees
spend between fifteen percent and
twenty-one percent of their PC budgets
on employee training each year. In com
panies with fewer than one hundred

employees, the average is twenty-eight
percent.
Practitioners who wish to help cli
ents provide this training will find prac
tical guidance in MAS Technical Con
sulting Practice Aid No. 14, Microcom
puter Training. The practice aid pro
vides guidance in—
■ Determining application needs and
users’ computer knowledge.
■ Selecting a training site and sched
uling the training.
■ Developing and obtaining training
materials.
■ Preparing the training site.
■ Conducting the training.
In addition, the practice aid provides
sources of training materials and infor
mation and sample course outlines.

Avoiding Software Liability Lawsuits
Violators of software licensing agreements are being raided by
attorneys from the Software Publishers Association (SPA) accompanied
by federal marshals. The raids have resulted in two lawsuits per week
against violators, with financial settlements as high as $350,000.
Most of the software involved is standard PC software such as word
processing packages and spreadsheets.
In ninety-five percent of the raids,
disgruntled employees tip off the SPA.
The other tips usually come from con
sultants. Hard disk loaders and software
dealers are also targets of the SPA, a
Washington-based lobby group repre
senting 792 software companies.
Most information systems executives
attribute piracy to end-user apathy or
ignorance. But they also cite confusion

about licensing software for networks.
If these matters are to improve, say the
IS executives, vendors need to commu
nicate and work more closely with cus
tomers.
How can a practitioner help a client
to avoid the costs, as well as the embar
rassment, of being cited for software
piracy? A software audit will help to
Continued on page 6
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SUGGESTIONS
Continued from page 5

uncover illegal copies. Many companies
use automated auditing kits to find out
what software is on the hard disks in
their offices and if it is licensed. One
such kit, SPAud.it, is available free from
the SPA. SPAudit searches hard disks
for copies of about 700 popular software
applications, printing a list of what it
finds. The list can then be compared
with purchase orders. The SPA asks
only that illegal copies be destroyed.
Practitioners may need to review with
clients their arrangements with soft
ware vendors to ensure they under
stand that they have bought only a
license to use the software. Technically,
they have not purchased the software.
Manufacturers of less expensive soft
ware sold in large volume almost never
negotiate the terms of the license. A
client who needs to use more than one
copy of a package can purchase mul
tiple copies. If the client needs one
hundred or more copies of a software
package, the purchase of a site license
may be feasible. An unresolved issue is
the legality of allowing users to share
one copy of a software package.
The software audit may also help the
client to minimize the effects of false
accusations. But the SPA dropped a
lawsuit against Snap-On Tools Corp.
when the company produced purchase
orders, invoices, manuals, asset tags,
and other evidence that its software

was legal.
Other steps that the practitioner and
client may take to ensure against license
violations include—
■ Implementing a software inventory
management system.
■ Formulating and actively enforcing a
corporate-wide software copyright
policy.
■ Developing a program to educate
personnel about software copyright
issues.

AICPA—(800) 242-7269
What:
When:
Where:
Recommended CPE Credit:

The CPA’s Role in Litigation Services
October 10-11, 1991
Marriott Marquis, Atlanta, Georgia
16 hours

Illinois CPA Foundation—(312) 993-0393
What:
When:
Where:

Business Valuation CEA Program*
Various dates from October 1991 through
December 1991
Chicago

*Members interested in this program should contact the sponsoring organization
for additional information. The courses in the program have not been evaluated
to determine their quality.
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Washington, D.C. 20036, (202) 4521600.
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